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2GENERAL ACCOUNTING OFFICE
Changes are needed to make civil tax penalties less complex, more equitable, and
easier to administer." the GAO stated in a recently released report entitled 
"Options for Civil Penalty Reform." The report also cautioned that "care must be 
taken to retain the deterrent value obtained from penalties now in the tax 
system" and noted that civil tax penalties "are a major tool in IRS’ efforts to 
promote compliance with the nation's tax laws." The GAO said civil penalty 
reform should be geared to providing appropriate incentives and sanctions to 
promote compliance. "Significant questions remain about the deterrent value of 
existing penalties, particularly for the negligence, fraud, and substantial 
understatement penalties," the GAO said. The report was requested by Sen. David 
H. Pryor (D-AR), the chairman of the Senate Finance Subcommittee on Private 
Retirement Plans and Oversight of the Internal Revenue Service. Legislation 
introduced in the U.S. House of Representatives, H.R. 2528, by Rep. J.J. Pickle 
(D-TX) (see the 6/5/89 Wash. Rpt. and related story in this issue) and 
recommendations issued by the IRS Executive Tax Force on Civil Tax Penalties are 
analyzed by the report. The GAO said "the House bill and IRS proposal both 
include a potentially significant new compliance incentive to encourage prompter 
filing of information returns. However, both proposals could significantly 
weaken the compliance effort by eliminating the penalty for underreporting 
taxable income shown on information returns and identified in IRS' computer 
matching program." The GAO said it recognized the need for a penalty system that 
maintains credibility and confidence among taxpayers and that H.R. 2528 and the 
IRS proposal "make progress here by making penalty provisions more consistent and 
by better coordinating penalties to avoid overly harsh assessments against 
taxpayers." However, the GAO advocated further changes in order to treat 
similarly situated taxpayers more equitably, including extending the penalty for 
not filing an income tax return to all late filers, not just those with an 
outstanding tax liability. The report, GAO/GGD-89-81, is available by writing 
the GAO at P.0. Box 6015, Gaithersburg, MD 20877 or by calling 202/275-6241. The 
first five copies are free; additional copies are $2.00 each.
NATIONAL CREDIT UNION ADMINISTRATION
A final rule implementing new enforcement powers granted to the NCUA by the Financial
Institutions Reform. Recovery, and Enforcement Act of 1989 (FIRREA) was approved
by NCUA's Board of Directors on 10/17/89. One of the changes made by FIRREA is 
to extend the jurisdiction of NCUA's enforcement authority to cover 
"institution-affiliated parties." FIRREA includes in its definition of 
"institution-affiliated party" any independent contractor, (which includes 
accountants, appraisers, and attorneys), "who knowingly or recklessly 
participates in any violation of any law or regulation, any breach of fiduciary 
duty, or any unsafe or unsound practice which caused or is likely to cause more 
than a minimal financial loss to, or a significant adverse effect on, the insured 
credit union." NCUA noted that the changes are mandatory and that comment is not 
being sought because the final rule "only adopts changes mandated by FIRREA." 
The rule will be effective upon publication in the Federal Register; publication 
is expected in the near future. For further information after reading the final 
rule, contact Allan Meltzer at the NCUA at 202/682-9630.
TREASURY, DEPARTMENT OF
A reorganization of the IRS National Office has been announced by IRS Commissioner
Fred T. Goldberg. Jr. He said that in an effort to focus tax system 
modernization efforts and provide for a greater level of accountability for IRS'
3financial management three new positions are being established. They are: Chief 
Financial Officer (CFO); Assistant Commissioner (Finance)/Controller; and Chief 
Information Officer (CIO). The CFO will be the principal executive responsible 
for budgeting and other financial management. The CFO will also have the duties 
of human resources management, research and planning activities which are 
presently assigned to the existing position of Deputy Commissioner (Planning and 
Resources). The Assistant Commissioner (Finance)/Controller, will report to the 
CFO and will be responsible for management of the IRS' financial systems. The 
CIO will be responsible for managing agency-wide information resources and 
technology programs, as well as strategic planning for technology. Commissioner 
Goldberg said that the new positions, along with the Deputy Commissioner 
(Operations) and the Senior Deputy Commissioner, form the agency's top executive 
group. He said that with the IRS' budget exceeding $5 billion, effectively 
managing financial resources has to be a top priority and that the organizational 
changes "put accountability for important activities at the right level within 
the agency." Individuals selected for the new positions will be announced later, 
the Commissioner said.
Two CPAs have been appointed as assistants to Internal Revenue Service Commissioner
Fred T, Goldberg. Jr. Hugh S. Hatcher and Gary J. Gasper will serve as advisors 
and aides to the Commissioner, the IRS said. They will act as the Commissioner's 
representatives in coordinating IRS response to technical and operational issues 
with the Congress and other executive agencies with an emphasis on simplification 
and administrability. Mr. Hatcher was a consultant to the office of tax policy 
of the U.S. Treasury Department prior to his appointment. He is a former partner 
of KPMG Peat Marwick where he was responsible for all operations of the tax 
department, including providing tax services, budgeting and planning, recruiting, 
practice development activities, and training of personnel in the Denver office. 
Mr. Gasper was a tax attorney with the Chicago based law firm of Sidley and 
Austin working in the firm's Washington, D.C. office prior to his appointment. 
He was formerly an attorney adviser to the Honorable Perry Shields of the United 
States Tax Court. Mr. Gasper has been a member of the AICPA since 1986 and Mr. 
Hatcher has been a member of the AICPA since 1961.
SPECIAL: SENATE PASSES BARE BONES BUDGET RECONCILIATION BILL:  FINAL TREASURY
APPROPRIATIONS BILL INCLUDES BAN ON SPENDING TO IMPLEMENT SECTION 89
The Senate voted to delete all provisions from its budget reconciliation bill which
did not reduce spending or increase revenues. As a result, provisions approved 
by the Senate Finance Committee to repeal outright section 89 non-discrimination 
rules for employee benefits and section 2036(c) relating to estate freezes (see 
the 10/9/89 Wash. Rpt.), were dropped from the bill. The House-passed version of 
the bill included provisions to repeal section 89, revise the capital gains tax, 
and simplify the civil tax penalty system. House and Senate leaders must now 
decide in a conference committee how to resolve the differences between the House 
and Senate versions of the deficit reduction legislation.
In separate action, the House' and Senate gave final approval to the 
Department of Treasury Fiscal Year 1990 appropriations bill, which includes a 
provision to prohibit the Treasury Department from using funds to implement 
section 89 (see the 8/7/89 and 8/14/89 Wash. Rpts.). The bill must be signed by 
President Bush before it can become law.
SPECIAL: HOUSE WAYS AND MEANS AND GOVERNMENT OPERATIONS COMMITTEES GET NEW MEMBERS
Rep, Beniamin L. Cardin (D-MD) has been appointed to serve on the House Ways and
Means Committee. Rep. Cardin's appointment to the Committee was approved by the 
U.S. House of Representatives on 10/16/89. He replaces House Majority Leader 
Richard A. Gephardt (D-MO), who earlier this year assumed the House's 
second-ranking leadership position. Rep. Cardin resigned from the House 
Judiciary Committee and the Public Works and Transportation Committee in order to 
serve on the Ways and Means Committee. House Majority Leader Gephardt was 
appointed to the House Budget Committee following his resignation from the Ways 
and Means Committee.
In a related action, the House also approved the appointment of Rep. Gary 
Condit (D-CA) to the House Government Operations Committee. Rep. Condit was 
elected to the seat held by Rep. Tony Coehlo, who resigned from the House in 
June.
For further information contact Shirley Twillman at 202/737-6600.
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